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Executive Summary 
 

The paradox of the creation and destruction of agricultural surpluses in the context of 
food insecurity and poverty represents both a public policy and market failure in Israel 
requiring economic policy innovation.  This policy brief provides both a historical overview 
of Israeli agricultural policy and methods to resolve this paradox. 

 
Food Surpluses 

 
 Surpluses emerge in order to protect farmers’ income when the government sets 

minimum prices for agricultural produce at a level higher than the price would be set 
by the market without government intervention (i.e., the equilibrium price).  Unsold 
and non-harvested surpluses represent an untapped resource for cross-subsidizing 
food support programs for schools and poverty assistance programs.  Additionally, 
program innovations suggested in this report would eliminate waste and inefficiency 
in agricultural policies which coincidently violate Jewish prohibition against the 
destruction of food based on the principle of bal tashkhit in traditional legal sources 
(see Appendix 1).  

 As part of agricultural price subsidy policies, the surplus supply is removed by 
Production Councils and redirected towards the export market at below market price 
compensated by the government or through destruction of the agricultural surpluses 
as a form of price support subsidy to producers.   Additionally, according to the 
Agriculture Division of the Central Bureau of Statistics, thousands of tons of non-
harvested and unrecorded produce remain in the field comprising thousands of tons of 
additional agricultural surpluses. 

 For the most recent years for which data is available, in 2004 32,000 tons and in 2005 
15,400 tons of surplus fruit, vegetables, and eggs valued at NIS 13.4 and NIS 4 
million respectively were destroyed.  Annual non-harvested surplus destruction varies 
greatly and has been 2-3 times greater varying on the year according to the Central 
Bureau of Statistics. (See Figure 1:  Agricultural Food Surpluses by Type, 1995-
2005)  

 During those same years, total agricultural subsidies stood at NIS 580 million and 
NIS 663 million respectively (See: Figure 3:  Estimate Volume of Agricultural 
Subsidies, 1996-2005) 

 This research reviews both the current status and history of Israeli agricultural policy 
in creating this paradox of agricultural surpluses and their treatment in the context of 
food insecurity. 

 
Food Insecurity and Poverty 

 
 According to a report conducted by the National Insurance Institute of Israel, during 

the years 2004-5, 1,580,200 people were living in poverty, out of which 738,100 were 
children. 

 In 2005-6 the number of those living in poverty was 1,630,100 out of which 775,400 
were children, an increase of 3.16% and 5% respectively. 

 According to JDC Brookdale Institute in August 2003, approximately 8% of total 
households (about 150,000) in Israel reported severe food insecurity; expressed in a 
reduced quantity of food at meals, the skipping of meals, and in poorer quality of 
food consumed. 

 An additional 14% of households (about 250,000) report that they suffer from 
moderate food insecurity.  
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Policy Innovations and Alternatives 

 
Short Term Recommendations 

 Current legislation that had been proposed by MK Issac Vaknin and later by MK 
Sofa Landver proposes channeling agricultural surpluses designated for destruction 
to food contractors and the needy, specifically to school lunch programs. 

 The report analyzes the current cost of the nutrition project for school lunches 
indicating a total annual cost of NIS 127.29 million, of which the government 
contributes NIS 31.8 million (the remaining received from philanthropies).   

 Alternatively, a reduction of agricultural subsidies would contribute NIS 663.2 
million which would provide school lunches for 47% of public elementary schools 
and preschools in Israel and 70% of all children living below the poverty line. (See 
Economic Analysis Section). 

 According to a study published in 2005 by the Israel Center for Third Sector 
Research and the Forum to Address Food Insecurity and Poverty in Israel, non-
profits provide food aid to over 474,800 citizens with little coordination with the 
government, data collection, or benefit from agricultural policies. 

 The report suggests the establishment of a system coordinating the Ministry of 
Agriculture and non-governmental organizations (NGOs) through a national network 
which would receive reports from food producers of unsold or non-harvested 
produce and facilitate harvest and food transfers by NGOs to those in need. 

 Enable NGOs to register the food recipients to encourage monitoring and assistance 
by the relevant state agencies. In order to guarantee farmers' interests and ensure 
their full cooperation, it is necessary to ensure that NGOs maintain records 
documenting those persons benefiting from their services, to avoid duplication or the 
extension of continued assistance to persons no longer in need of it.  

 Encourage recipient participation in the harvesting and packing of the food and 
payment in kind in addition to whatever aid is usually received from NGOs.  

 Encourage producer participation in the transfer instead of destruction of food 
surpluses, possibly through tax incentives and indemnification from "good 
Samaritan" legal liability.  

 Transfer of surpluses should be awarded by tender to facilitate small businesses and 
school lunch program involvement. Before destroying surpluses, production councils 
now contact industry and export sources in order to attempt to obtain the highest 
possible prices for the produce. Nonetheless, the compensation for the produce is 
minimal. In order to ensure the sale of produce instead of its destruction, a tender 
should advertise the production surpluses, or alternately, a future date for a tender 
should be announced. The terms of the tender should include granting an advantage 
to small businesses in general, and to businesses participating in school nutrition 
programs in particular.  

 Permit schools to purchase surplus produce at discounted prices for large centralized 
purchases. This is done as part of an academic and practical curriculum in Iowa and 
in Canada. The curriculum there encourages proper, healthy nutrition and includes 
visits to crop-growing areas. A relationship between local growers and schools may 
also contribute to a renewal of interest in agricultural studies and farming.  

 Schools should be able to operate school lunch programs without intervention by the 
central government, except for health and Kashrut supervision. This will encourage 
small and home-based businesses to compete for the provision and preparation of 
program food. State subsidies to the insecure can thus be channeled to those in need 
rather than through the Ministry. As part of aid to persons in need, the meals offered 
may be subsidized differentially, by providing refunds to businesses.  

 Consider legislation to prohibit the destruction of edible food by state-subsidized 
producers. 
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Term Recommendations-Long 
 The exemption of the agricultural sector from state antitrust laws should be 

eliminated. This will encourage competition, lower middleman costs and benefit 
consumers.  

 The system of subsidies to the agricultural sector needs radical change. The current 
system encourages waste, penalizes efficiency and is detrimental to social welfare. 
Subsidies to the agriculture sector should be eliminated. Beyond the local economic 
benefits to be achieved by canceling subsidies, Israel would also be perceived in the 
international arena as a major supporter of developing countries.  

 One-time grants or retraining programs can be arranged for producers who opt to 
change employment when the current subsidies end.  

 A portion of funds currently used to subsidize large or inefficient producers and 
annual surpluses should be redirected to create a safety net for those that are in need, 
in a manner similar to America's Second Harvest.  

 A portion of the subsidies should be used to expand the school lunch program as a 
response to food insecurity affecting children. An expanded school lunch program 
would provide hot lunches to all schoolchildren (and at some point, perhaps 
breakfasts), as well as employment opportunities to small businesses providing or 
preparing foodstuffs.  

 
The national network should coordinate food rescue, donations and equipment, and 

distribution amongst the various non-governmental organizations (NGOs). The degree of 
volatility in surplus formation should be studied, in order to generate appropriate forecasts 
and think of ways to make up the difference, during years in which no production surpluses 
are recorded. It is also important to investigate the best way to actively involve recipients in 
the food rescue and distribution process. This type of involvement would motivate 
participants towards action, rather than passively waiting for aid. The subsidies once 
redirected will encourage producer efficiency and competition, by means of market forces 
including consumers and private sector businesses, rather than perpetuating waste and 
inefficiency through direct payments to producers.  
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Introduction 
 
In 2004, the Israeli agricultural sector destroyed 32,000 tons of surplus fruit, vegetables 

and eggs, equivalent to the cost of NIS 13.4 million. In 2005, 15,400 tons were destroyed, 
equivalent to the cost of NIS 4 million. The decline in the quantity of surpluses destroyed is 
not, however, an indication of an ongoing pattern as during the years 1996 and 1997 there 
was a considerable decrease in the amount of agricultural surpluses. This decline was 
followed by a moderate rise during the years 1997 and 1998 and a steep incline during 1998-
9. The same type of pattern can be identified during the years 2002-2004. According to a 
report conducted by the National Insurance Institute of Israel, during the years 2004-5, 
1,580,200 people were living in poverty, out of which 738,100 were children. In 2005-6 that 
number increased to 1,630,100 people out of which 775,400 were children, an increase of 
3.16% and 5% respectively. As bad as this may be, the money spent on destroying produce is 
only a fraction of the sum Israeli taxpayers channel to local agriculture through subsidies that 
totaled NIS 589.6 million in 2004.1 These subsidies do damage to the social welfare of Israel, 
encourage waste and inefficiency and come at the expense of more urgent social needs. (They 
also contradict Jewish tradition; see Appendix 1).  

 
On March 6th, 2007 MK Isaac Vaknin (Shas), with the support of MK’s from all parties 

of the 17th Knesset, proposed a bill numbered 2272. The purpose of the bill was to improve 
upon the channeling of agricultural surpluses designated for destruction to feeding plants and 
the needy through a coordinating committee that would be established for these purposes. On 
June 23rd 2007, MK Sofa Landver (“Israel Beytenu”), proposed a similar bill, number 2836, 
with the support of additional MK’s.  

After first reviewing the problem of food insecurity in Israel, in the second chapter of 
this paper we describe the subsidy policy and its historical background. In the third chapter, 
we analyze the economic results of this policy. We then present a comparison of international 
agricultural subsidies, and describe possible alternative uses for the currently destroyed 
surpluses and for the funds used to support agriculture. Finally, we offer recommendations for 
policy reform.  

Food Insecurity 

The concept of food insecurity is almost a paradox, signifying the fact that many 
residents of Western countries rich in food and technology suffer from a chronic state of 
hunger and a lack of access to food. "Food security" was defined at the World Food Summit 
in Rome in 1996 as a situation in which the entire population has physical and financial 
access, at all times, to nutritious, high-quality, safe food, in sufficient amounts, suited to their 
nutritional needs and food preferences, that can ensure a healthy, active life.2 

According to the findings of a study published by the JDC Brookdale Institute in 
August 2003:  

 Approximately 8% of total households (about 150,000) in Israel reported severe food 
insecurity; this is expressed in a reduced quantity of food at meals, the skipping of 
meals, and in poorer quality of food consumed. In extreme cases, those surveyed 
reported avoiding eating for an entire day.  

 An additional 14% of households (about 250,000) report that they suffer from 
moderate food insecurity.  

 Food insecurity exists within all population groups. However, it is particularly 
common among families with many children (four or more), among single-parent 
families, and among Arab families.3 
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According to reports by Israel’s National Food Bank (a foundation that was formed by 
The Global Jewish Assistance and Relief Network), the above percentages remain the same 
for the year 2005. 4 

Surplus Production in Agriculture  

 While hundreds of thousands of Israelis suffer from food insecurity, there are 
extensive agricultural surpluses; we will now examine the reason for the production of such 
surpluses, and their volume. Note that not all production surpluses are reported, so that in 
order to examine the volume of surpluses, unreported surpluses must also be taken into 
account.  

Reported Production Surpluses 

Agriculture is one of the only industries with an atomistic structure of sophisticated 
competition (i.e., multiple producers and multiple consumers). However, because of a 
multitude of factors over which producers have no control (such as weather conditions), 
agricultural production is not like any other production. The uncertainty factor can lead to 
situations in which many farmers incur losses in a particular season from which they cannot 
recover. This has led to substantial government involvement in the agriculture industry 
(central planning and subsidies) since the establishment of the State of Israel; over time, this 
involvement has impaired the agricultural sector's ability to adapt to evolving competitive 
conditions.  

Agricultural production surpluses occur in fruits, vegetables and eggs (there are also 
productions surpluses in milk, but these are used to produce powdered milk).  

Why are there surpluses? In order to protect the farmers' income level, minimum prices 
are set for agricultural produce. The minimum price is higher than the price that would be set 
by the market, without government intervention (the equilibrium price). At this price, the 
quantity demanded by consumers is lower than the quantity supplied by producers. This 
results in the formation of surplus supply, which will eventually cause a decline in prices and 
detract from the original aim of the government.  

In the past, in order to cope with this situation, the government imposed individual 
production quotas, so that the total permitted quotas would be equal, as closely as possible, to 
the quantity demanded by consumers at the minimum price established (today, the quota 
regime is in place only in the dairy and poultry sectors). However, naturally, there were years 
in which crops were larger than expected, and the market accumulated produce beyond the 
amount stipulated by government decree. In order to prevent situations in which the surplus 
produce would impair the minimum price, Production Councils proactively took measures to 
clear these surpluses (in return for a percentage paid by the producers to the councils) before 
they reached the shelves. There are two options for these surpluses – either they are redirected 
towards exports or sold to industry at a loss, or they are destroyed.5  

Figure 1 shows a clear trend indicating a decrease in destruction as a means of clearing 
surpluses. However, the 32,802 tons destroyed in 2004 and 15,432 should not be treated 
lightly; considering that the destruction of this quantity of food cost NIS 13.4 million and NIS 
4 million respectively.6 
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Figure 1: Agricultural Surpluses by Type, 1995-2005 (Tons) 

 

Source: Based on Central Bureau of Statistics, Agriculture Division, Excel data.  

Unreported Production Surpluses  

Some agricultural produce does not reach its original destinations. This produce is 
condemned to rotting and destruction. At present, there is no official data on the volume of 
this type of produce, as it is unreported. This produce includes:  

 Agricultural produce exported through the Karni Passage 

The Karni Passage is a transit point for goods traveling between the Palestinian 
Authority and Israeli territory. It also serves as a control point to block various types of 
attacks. The closure of the crossing as a result of security alerts frequently delays shipments 
of agricultural produce for entire days, until the produce rots and is completely ruined. This 
produce is not reported, and there is no information regarding its volume.  

Haaretz, for example, reported that the income of banana growers has eroded by 30% 
since the beginning of the year because of the closure of the Karni Passage. The Karni 
Passage was closed by the IDF on January 8, 2006, reopened on February 5 for just nine days, 
and closed again following warnings of planned terrorist attacks (it was still closed as of the 
date of publication of the Haaretz article). The closure of the passage left fruit growers with 
large quantities of produce originally destined for export to the Palestinian Authority. Some 
of the surplus fruit was redirected to the local Israeli market, for sale at losing prices; some 
was refrigerated and stored; while the rest spoiled and was destroyed. The sector hardest hit 
was bananas. The closure of the passage led to banana surpluses of 200 tons every week. As a 
result of the closure, bananas were sold by retail Israeli chains at NIS 4.5 per kg, as opposed 
to NIS 6 before the closure.7 
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This is not an isolated case. In May 2004, it was reported that dozens of truck drivers 
waited at the entrance to the Karni Passage for many hours with their trucks full of fruit to be 
marketed in the Gaza Strip. The heat wave at the time led to the fruit's spoiling. It was further 
reported that in the two prior weeks, the closure led to the destruction of 100 to 120 tons of 
produce. According to Avishai Herzog, owner of a packaging house and a fruit marketing 
company, in this case again the main damage resulted from a drop in market prices of up to 
50%.8  

 Worsening terms of trade  

Another occurrence that is unreported but of considerable dimension is that of fruits and 
vegetables abandoned in fields and plantations. This happens because the costs of manpower 
required for picking and harvesting do not allow a profit margin for the farmer. The terms of 
trade in the agriculture index is defined by the output prices index divided by the input prices 
index. Figure 2 illustrates the price indices between 2002 and 2004.  

Figure 2: Input and Output Prices in the Industry 2000-2005 (the year 2000=100) 

 

Source: Central Bureau of Statistics, Statistical Abstract of Israel 2006 (Jerusalem: CBS, 
2005), Table 19.13, http://www1.cbs.gov.il/shnaton56/st19_13.pdf (June 15, 2006). 

Between 2000 and 2005, input prices were close to output prices; recently, they seem to 
be rising more rapidly than output prices. These indices raise questions as to the degree of 
profitability of producers in this industry. When the cost of inputs (including labor inputs, 
which are also used during picking and harvesting) is higher than the price of outputs, it is 
financially unfeasible for the producer to harvest the produce (since the total cost of 
production will be greater than the proceeds of selling the fruit, and the growing process will 
end in a loss), and the produce remains abandoned in the growing areas. Since such produce 
is not cleared by the Production Councils, it is not reported officially. According to Yaacov 
Siton, Deputy CEO of the Plant Council, such produce may total thousands of tons annually.9 

Historical Review: Agricultural Subsidy Policy in Israel  

As noted above, the cost of clearing and destroying production surpluses is minor when 
compared to total state subsidies to agriculture. Moreover, it is market failures caused by the 
subsidies that lead to the formation of the surpluses.  
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What subsidies are given to the agriculture industry? Are they essential to the industry 
and to the economy? What are the circumstances that led to their creation? What alternative 
use could be made of these funds?  

The term "subsidy" refers to the granting of funds in a way that directly or indirectly 
affects prices or income levels in a particular sector of producers or consumers. Subsidies 
influence the volume of production or consumption. In addition, the term "subsidies" also 
encompasses other government actions that grant a certain advantage, with a similar effect, 
serving as money-equivalents for recipients. Subsidies in any form constitute an intervention 
by the government in the free power play within the economy. This intervention prevents the 
market from reaching its competitive equilibrium point – the point at which social welfare is 
maximized. The resultant equilibrium point after government support is inferior in terms of 
welfare.10  

In Israel, this policy is manifested in the development of new crop sectors, the 
expansion of investments, the establishment of production and marketing councils that work 
to streamline production and improve the marketing of new agricultural produce, permanent 
subsidies for agricultural inputs, debt conversion for farmers in cases of a state budget 
shortage, and more.11  

Agricultural subsidies fall into two groups:  

A. Support for agricultural produce – subsidies given directly by the government to 
farmers, based on the agricultural product they produce. Within this framework, there 
are four groups differentiated by the type of arrangement: products with a fixed support 
rate – the support amount is fixed and defined per unit of product; supplements up to a 
guaranteed price – products in this group have a guaranteed minimum price; support 
through funds – support for this group of products is given through funds owned jointly 
by the government and the producers; charged support – products purchased by the 
government, or with government intervention, at a fixed price, with the amount of the 
subsidy calculated based on the difference between the price to the local producer and 
the international price.  

B. Support for agricultural inputs – support for agricultural inputs is given for several 
basic inputs, with the aim of reducing farmers' expenses.  

 1948-1954 

In the first years after the country's foundation, Israel faced a severe shortage of 
agricultural crops. The shortage resulted from several factors: first, a significant decrease in 
Arab agriculture as a result of many Arab farmers fleeing Israel during the Independence 
War; second, the cessation of massive agricultural imports from Syria and Lebanon; third, the 
substantial waves of immigration, which led to rapid growth of the Jewish population in 
Israel. The output of Jewish agriculture was quite limited, and imports of agricultural produce 
from distant countries were impossible because of a shortage in foreign currency.  

These factors, along with political factors, such as the need to find a solution to the 
problem of employment among hundreds of thousands of immigrants, and the desire to 
cultivate abandoned Arab land, led to a decision to settle many immigrants lacking in 
agricultural knowledge and experience in "moshav" communities (cooperative agricultural 
communities). The agricultural industry was considered essential to Israel's existence; this 
was manifested in a budgetary allotment to the industry and the preference it received in 
capital investments: out of the first US loan to Israel, totaling $100 million, agriculture 
received $35 million.12  
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The Agriculture and Settlement Planning Committee was first established in 1949, with 
the participation of representatives of the Ministry of Agriculture, the Settlement Department 
of the Jewish Agency, and the Keren Kayemeth LeIsrael – Jewish National Fund (JNF).13 
Various plans were prepared in collaboration with farmers' representatives. This led to the 
planning authorities often submitting to pressure from the farmers and planning in advance 
for production of a larger quantity than necessary, resulting in the formation of large 
surpluses. Within less than five years, Israeli agriculture went from a severe shortage of 
agricultural produce to surpluses.14  

 1954-1959 

Government policy during this period was based on the principle of maintaining and 
expanding the income of farmers in general, rather than maintaining the more efficient 
farmers while redirecting less efficient farmers to other sectors of industry. The deceleration 
in population growth, on the one hand, and the increase in the agricultural product, on the 
other hand, led to surplus supplies of produce, causing their prices to plummet, sometimes 
below production costs. The early-stage "moshav" settlements, which relied on the vegetable 
sector for 75% of their livelihood, faced a financial crisis. Difficulties emerged in other 
agricultural sectors as well. As early as 1954, subsidies were needed in order to maintain a 
reasonable level of income for farmers.15 

 1960s and 1970s 

The main characteristic of this period was the expanded use of the subsidies tool. 
Between 1959 and 1972, the rate of subsidies per capita more than doubled, from 26.4 Israeli 
Lira to 56.8 Israeli Lira.16 Still, concurrently, the weight of subsidies out of per capita 
disposable income declined from 3.7% to 1%. Yet consumers received only about half of this 
rate as added disposable income, since some of the support was given directly to producers.17 

The positioning of agriculture as an essential and central sector of the Israeli economy 
(based on the increased investment and support for this sector) became a means of violating 
the rules of competition in a type of production that is naturally competitive. During these 
years, the government, through the use of subsidies, protected consumers from an increase in 
the prices of agricultural produce (generally due to depreciation of the Israeli Lira or an 
increase in international production factor prices), and protected producers from a decrease in 
prices and damage to income during periods of surplus production. Appendix 2 presents the 
support for agriculture during 1959-1972, by products and inputs, as a percentage of total 
support.18 

 1980s 

As in the 1970s, various means of state intervention were also implemented in the 
1980s, including comprehensive, detailed central planning in most sectors of agricultural 
production, with implementation of a quota regime. This intervention was primarily due to 
economic considerations and concerns over accelerated inflation. (It should be noted that the 
subsidies were financed by printing money, which contributed to the acceleration of the 
inflation rate and created, in essence, a circular paradox). In 1981, subsidies for raw material 
purchases reached $164 million, and water subsidies were $95 million, and total subsidies for 
agricultural products were estimated at $275 million.19 

In the late 1980s, the agriculture sector suffered from problems of organization and 
financial mismanagement. Institutions operating in the agriculture industry (Production 
Councils, etc.) largely displayed organizational ineptitude, established bloated bureaucracies 
whose expenses were passed on to farmers, and made many mistakes based on non-economic 
considerations. Starting in 1985, due to a steep increase in the interest rate, farmers had 

 10



Koret – Milken Institute Food Surpluses and Food Insecurity
Fellows Program

11

Koret Fellows – Milken Institute                            Food Surpluses and Food Insecurity 
Fellows Program 

difficulty repaying their debts, which accumulated to immense amounts. However, the issue 
was broader than the level of the interest rate: some of the debts derived from the ease with 
which farmers had previously obtained credit at favorable terms, through the agricultural 
institutions.20 

 The 1990s and 2000s  

The 1990s were a turning point in the legislature's approach to the adaptation of the 
Israeli economy in general, and the agriculture industry in particular, to a demanding, 
changing global and local reality. A document entitled The Green Book – Policy for 
Rehabilitation and Development of Agriculture in a Period of Crisis and Massive 
Immigration, 1990-1995, was published in January 1991. The publication of this document 
constituted the first step toward a change in the policy of government intervention in the 
agriculture industry. Beyond a series of recommendations regarding credit, debt elimination, 
etc., the document also recommended reducing state intervention by canceling the individual 
quantitative planning system, and moving to a rule-based modulating intervention system, 
while adapting the economy to the transition from being closed to agricultural imports to a 
mainly open economy (with all the implications of exposure to market conditions, without 
guarantees and without a government safety net for failures).  

Two consecutive documents in the same series were published in 1996 and 1999, for 
several reasons:  

 On the global level – new open global trade arrangements took effect following the 
signing of the expanded GATT agreements and the establishment of the alternative 
WTO in 1995. Subsequently, full protection of agriculture in Israel was ended for the 
first time. A change in long-term trends emerged in world trade in commoditized 
agricultural products, with a transition from large surpluses to balances and occasional 
shortages, along with an increase in prices.  

 On the regional level – peace treaties were signed with the Palestinians and with 
Jordan.21 Starting in 1994 exports from Israel to the Palestinian Authority increased. 
Exports rose by approximately 65% between 1994 and 1995, and by approximately 
86% from 1994 to 1999.  

Concurrently, imports from the Palestinian Authority and exposure to non-local 
produce led to an improvement in the quality of produce and high production standards. 
Indeed, agricultural producers in Israel were exposed to production under competitive 
conditions, based on relative advantage. In fact, in the last 15 years, significant changes have 
been made in the form of state intervention in agriculture, with a transition from broad 
government involvement in various areas of agricultural production and marketing, to limited 
government intervention restricted to just a few production sectors.  

The results of these reforms are shown in Figures 3 and 4.  
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Figure 3: Estimated Volume of Agriculture Subsidies, 1996-2005 (NIS millions, 2004 prices) 

 

Source: Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural 
Areas Planning and Development Authority, Economic Report on Agriculture and Rural Areas 
2004 (Jerusalem: Ministry of Agriculture, 2005), p. 68. Ministry of Agriculture and Rural 
Development, Agriculture, Settlement, and Rural Areas Planning and Development Authority, 
Economic Report on Agriculture and Rural Areas 2005 (Jerusalem: Ministry of Agriculture, 
2006), p. 81. 

 

Figure 4: Subsidy Weight and Development Budget out of Value of Agricultural Production (%) 
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Source: Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas 
Planning and Development Authority, Economic Report on Agriculture and Rural Areas (Jerusalem: 
Ministry of Agriculture, 2004), p. 70. 

 

Figure 3 indicates a general downward trend in total subsidies, in line with the 
recommendations of the first publication of the Green Book. Agricultural subsidies decreased 
by approximately 6.7% from 1996 to 2005. Figure 4 shows that the share of subsidies out of 
the total value of agricultural production has also declined over time. The figure demonstrates 
that the same trend is in the development budget, which is composed of support for the 
encouragement of production and income maintenance through encouragement of exports. As 
such, in 2004 this budget comprised just 0.3 percent of the value of agricultural production 
that year.  

Today, government intervention is divided into direct and indirect involvement. Direct 
involvement includes subsidies of water, insurance, investments, and exports.22 Indirect 
involvement is aimed at aiding producers and marketers of agricultural produce, other than 
through the state budget; the costs of such interference are paid by consumers through prices. 
The main protections include antitrust exemptions for agricultural production and the banning 
of competitive imports.23  

Economic Analysis: Subsidies in Agriculture Harm Social Welfare  

Under normal competitive conditions, it is the price mechanism that leads the market to 
an efficient allocation of resources. Economic units in the market aspiring to maximize utility 
or profit lead to efficient utilization of the resources available to the economy. Any 
intervention in a sophisticated market in which resources are used efficiently affects the 
efficient allocation, and is therefore undesirable in terms of aggregate welfare.24  

In the opinion of proponents of government intervention in agriculture, agriculture in 
Israel helps to preserve State land by preventing its seizure by unauthorized persons, and 
maintains the potential of farmland for future generations. Agriculture, they argue, helps 
preserve open green spaces in the face of accelerating urbanization. It is also an important 
economic sector that utilizes local natural resources. The level of knowledge, organization, 
and technology in the local agriculture industry has won international recognition, giving the 
industry a relative advantage, with similar consequences for its input industries – fertilizers, 
pesticides, etc. In addition, agriculture helps preserve water sources and natural resources, 
since the preservation of open cultivated areas contributes to the preservation of penetration 
and filling areas for underground water sources, ensuring food in a sufficient quantity and 
quality for the population of Israel. The most common argument made by agriculture-subsidy 
supporters concerns safeguarding the country's borders, since rural settlement is still the main 
form of settling and developing border areas.25 

However, others believe these arguments are irrelevant today. The legal and official 
existence of the State of Israel and its political and economic standing has long been 
recognized. Illegal takeovers of land are not daily occurrences. The claim of safeguarding the 
borders has weakened, since Israel is considered to have the world's strongest and most highly 
skilled military. In addition, after the "Disengagement" from Gaza in 2005, there is no longer 
any point in claiming that settling in a particular location establishes current or future borders. 
Moreover, it should be noted that the elimination of agricultural subsidies does not imply 
eliminating agriculture. The industry will continue to exist among producers who find it 
profitable, which will certainly happen after financially inefficient producers are screened out. 
It is therefore no longer appropriate to speak of the preservation of green areas, ensuring the 
food supply, and maintaining a relative advantage, since even without subsidies, there will be 
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some who will find it economically feasible to supply all of these. In such a case, although the 
natural process will be a reduction in the number of producers, their production units will 
concurrently expand.  

Some may attempt to justify government intervention in cases in which there is a need 
to supply public goods,26 in cases of externalities,27 and in cases in which the government 
wishes to encourage economic growth, therefore seeking to implement a policy with a long-
term social and political perspective which affects an intergenerational resource allocation. 
Market mechanisms generally operate based on short and medium-term considerations.28 
However, the agriculture industry does not fall under any of these categories. It does fall 
under the definition of a sophisticated competitive market, by any criterion, in terms of its 
atomistic structure – meaning it includes numerous producers and consumers. The 
government's intervention, therefore, cannot be said to achieve an end that could not be 
attained without it. As will be demonstrated below, not only does it fail to contribute – it 
actually causes harm.  

Of course, agriculture has an external effect in that it creates scenery, preserves the 
environment, promotes agricultural tourism (which relies on agricultural scenery), etc. 
However, a system could be created whereby various tourist operators would contribute to 
strengthening agriculture in their vicinity. The construction of such a system would not 
require government intervention, other than maintaining compliance with whatever rules are 
established.29 

Beyond this, the existing state intervention has an adverse effect on aggregate social 
welfare. Figures 5 and 6 describe two cases of direct government intervention: the use of 
production quotas (as is common practice today in the dairy and poultry industries), and 
product subsidies (as is common practice today under the Galilee Law), as well as the damage 
caused by the intervention in economic terms.  

Figure 5 represents the market for a supported agricultural product. For example, 
consider a poultry farmer raising egg-laying hens. Without government intervention, the 
market price of an egg would be P* and the quantity provided by the poultry farmer to the 
market would be Q*. Curve S is defined as the supply curve (the quantity produced when the 
price consumers are willing to pay is P). Curve D – the demand curve – describes the quantity 
demanded by consumers at each given price level. When the government grants support, the 
price per egg seen by the poultry farmer is PP (a higher price than the equilibrium price in the 
competitive situation), and the price per egg seen by the consumer is PC (lower than the 
equilibrium price in the competitive situation). Egg production is set at a level Q^ - the 
intersection between the price and the marginal cost curve (the supply curve). The subsidy per 
egg is the difference PC-PP=Su. The increase of the price to the producer relative to the price 
that would prevail in a free market increases the "producer surplus."30 The addition is 
represented by the area of the trapezoid ACFB. Similarly, the added "consumer surplus" is the 
area of the trapezoid ACGE.31 The subsidies are considered part of the government's 
expenditures. Since government expenditures are generally financed by taxes, the taxpayers 
(some of whom are also producers or consumers) will bear the burden of the support. The 
area of the rectangle BFGE represents this cost.  
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Figure 5  

 

 

 

 

 

 

 

 

Source: Yoav Kislev, The Economy of Israeli Agriculture, second edition (Rehovot: Faculty of 
Agriculture, 2003/4), p. 40.  

 

Adding up the overall changes in welfare, we find that the loss of welfare to the 
economy is the triangular area FCG, located between the supply curve, which represents the 
marginal cost of producing the eggs, and the demand curve, which represents the marginal 
benefit to consumers. The calculation is performed in the following manner:  

Producer surplus   Area of trapezoid ACFB 

Consumer surplus   Area of trapezoid ACGE 

Taxpayers            - (Area of rectangle BFGE) 

Welfare of the economy32       - (Area of triangle FCG) 

 

In Figure 6, egg production is restricted by quota to quantity Qm – a smaller quantity 
than would be established under conditions of competition. The price paid by consumers and 
received by the poultry farmer is PC=PP. For convenience, define: the area of the rectangle 
AEDB=L, the area of the rectangle BDIC=M, the area of the triangle GAE=N, the area of the 
triangle EDF=R, the area of the triangle FDI=X, the area of the triangle CIO=Z. In this case, 
the support for producers comes at the expense of the consumers, with no budgetary 
expenditure at all.  
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Figure 6  
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Source: Yoav Kislev, The Economy of Israeli Agriculture, second edition (Rehovot: Faculty of 
Agriculture, 2003/4), p. 40.  

 

We now calculate the total changes in welfare as compared to a situation of competitive 
equilibrium:  

1) Producers' surplus in competitive equilibrium  Area of triangle BFO (Z+X+M) 

2) Producers' surplus with production quota   Area of trapezoid AEIO (Z+M+L) 

3) Welfare total vs. competitive equilibrium – producers L-X= (2)-(1)  

4) Consumers' surplus in competitive equilibrium  Area of triangle GFB (L+R+N) 

5) Consumers' surplus with production quota   Area of triangle GAE (N) 

6) Welfare total vs. competitive equilibrium – consumers  -(R+L) = (5)-(4) 

Welfare of the economy vs. competitive equilibrium  -(R+X) = (6) + (3) 

 

To illustrate the advantages of the policy of removing subsidies, we now describe the 
poultry industry in Israel. The poultry industry is an example of a case in which efficiency in 
the industry increased in response to the removal of government involvement. In response to 
surplus-related crises and a variety of ineffective production quotas, in April 1991 the 
Ministry of Agriculture decided to cancel subsidies for live poultry (with the exception of 
subsidies under the Galilee Law; as of 2007, these subsidies will be 13% of the production 
cost of live fattened-poultry and 17% of the production cost of eggs for food).33 The reform in 
the poultry industry began in 1994. The essence of the reform was the granting of production 
permits of up to 100 tons beyond the quota on family farms, and permitting added production 
of up to 20% in communal farms, while ensuring a safety net at a level of 90% of the target 
price. The real price of poultry for consumers decreased significantly. Without the ending of 
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the absurd quotas of 30 tons per year, which actually covered just 40 work days each year, the 
real price today would be higher by dozens of percent.34 In 1995, the policy enacted in 1994 
continued, but the Council announced it was willing to buy quotas from small producers, in 
order to raise the efficiency of production in the industry.35 In fact, such purchases totaled 
approximately 7,500 tons in 1995.36 In 1997, poultry production totaled approximately 207K 
tons (versus 173K tons in 1994, and 140K tons in 1990). Production increased while 
efficiency in the industry improved, through the exit of small, inefficient producers, along 
with larger production units for the remaining producers. In 1997 the industry operated 
without the safety net, while maintaining price stability over the course of the year.37 Note 
that the elimination of subsidies has involved a reduction in the volume of demand for 
products with flexible demand, such as dairy products, but has also brought consumption 
patterns to a healthier condition.38  

The State Comptroller's Report for 1996 addressed the handling of egg surpluses in 
1993-1995. According to the Comptroller, measures should be considered to stabilize the 
poultry industry, including structural changes in production, organization, and marketing, and 
measures should be taken to examine options for stopping state support for the industry. It is 
important to understand that these measures are needed all the more urgently (and not only in 
the poultry industry) in view of the various international agreements (GATT, the peace treaty 
with Jordan, treaties signed with the Palestinian Authority, etc.) that have opened Israel's 
markets to agricultural imports. The report also stated that in the opinion of an advisor to the 
Minister of Agriculture, from a purely economic viewpoint, the payment of production 
subsidies enables the existence of inefficient farms owned by weak populations in peripheral 
regions. Taking into account economic and social considerations, it would be best, in the 
opinion of the advisor, to stop inefficient production by such growers, particularly in the 
Galilee and Judea Mountains areas. The cessation of production could be accomplished by 
purchasing their quotas and paying benefits, to be determined subject to tests of income, age, 
place of residence, and other factors. In the opinion of the advisor, the cost of support for 
inefficient production is higher than the benefits that would be paid to these growers.39 
Government support for producers of eggs for food has continued for many years, and its cost 
to taxpayers is high. (As noted, in 1993 and 1994 this expense stood at approximately NIS 
150 million). By 2004, supports granted to egg producers under the Galilee Law totaled NIS 
37.1 million.40 

According to Dalia Harel, formerly Deputy Director-General of the Ministry of 
Agriculture, government price controls should be ended. In her opinion, this is not possible in 
the area of dairy products, due to the monopoly status of Tnuva and the lack of genuine 
competition from imports. She added that if planning in the egg-laying sector is cancelled, it 
will be possible to remove controls over egg prices, since there is no monopoly in this field.41 

Note that from the viewpoint of persons living in poverty, aid in the form of food 
products is an inferior solution compared to monetary assistance (see Appendix 3).  

Agriculture Support Policy: International Comparison 

Government involvement in agriculture can be found in both developed and developing 
countries. The type and extent of involvement differ in each country. The Ministry of 
Agriculture and the Jewish Agency tried, for the first time, to quantify government 
involvement in the activity of agricultural producers, in comparison to several OECD 
countries, in 1986, 1992, and 1993. A commonly accepted measurement method was used, 
employed by the OECD during preparation for the GATT agreements, which defines the term 
Producer Subsidy Equivalent (PSE).42  

The findings of the study showed that the support policy implemented by Israel is not 
exceptional. Total supports in Israel are lower than in the other countries rated, with the 
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exception of New Zealand. It was also found that the rate of total supports for agriculture, 
calculated relative to the value of production (percent of PSE), decreased over time (28% in 
1992 and 27% in 1993, versus 38% in 1986). As of the mid-1990s, the rate in Israel was 
higher than in Australia, the United States, and New Zealand (the PSE rate in the United 
States ranged from 20% to 23% in 1989-1993).43 This study, which pinpointed Israel's 
location on the international scale of subsidies, is the only such comparative study carried out 
to date.  

An attempt to create a similar scale was recently made at the Foreign Trade Division of 
the Ministry of Agriculture. The goal in creating this scale is to arrive at a very general 
benchmark in order to provide observers with an appropriate indication of Israel's position 
relative to the rest of the world. However, the results of the study are inaccurate, as the 
reporting years in each country are not uniform, and the manner of calculating subsidies 
varies from country to country. The countries appearing alongside Israel are all members of 
the World Trade Organization (WTO).44 Figure 7 shows the percentage of agricultural 
subsidies out of total GDP, and values of direct support for farmers (in dollars), for each 
country, including Israel.45 

 
Figure 7: Agricultural Supports as a Percentage of GDP 
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Agricultural Support as a Percentage of GDP

Source: Ministry of Agriculture, Foreign Trade Division, "Agricultural Support as a Percent of 
GDP" (PowerPoint presentation).  

 

In light of the data in Figure 7, in which Israel appears as quite a modest subsidizer 
relative to its peers, some may claim that there is no acceptable reason for Israel to bear such 
low subsidy rates. Table 1, which shows per capita GDP, composition of GDP, 
unemployment rates, and the percentage of the population below the poverty line, will 
provide the answer to this argument.  
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Table 1: Per Capita GDP, Composition of GDP, Unemployment rates, and the 
Percentage of the Population below the Poverty Line 

 

GDP composition (%) Country 
(2005 data) 

Per capita 
GDP $ 
(PPP) Agriculture Industry Services 

Unemployment 
rate 

% of population 
below poverty 

line 

Israel  22,000 2.8d 37.7d 59.5d 8.9 21 

Australia  32,000 4e 26.4e 69.9e 5.2 NA 

Canada  32,800 2.2 29.1 68.7 6.8 15.9 

USA 41,800 1 20.7 78.3 5.1 12e 

Mexico  10,000 4 26.5 69.5 28.6 40d 

France  29,900 2.5 21.4 76.1 10 6.5a 

UK  30,900 1.1 26 72.9 4.7 17c 

Japan  30,400 1.3 25.3 73.5 4.3 NA 

Norway  42,400 2.2 37.2 60.6 4.2 NA 

Iceland  34,600 11.8 22.3 65.9 2.1 NA 

Switzerland  35,000 1.5d 34d 64.5d 3.8 NA 

S. Korea  20,300 3.8 41.4 54.8 3.7 4b 

Turkey  7,900 11.7 29.8 58.5 14 20c 

New Zealand 25,200 4.7 27.8 67.6 4 NA 
 
a – Data for 2000.  
b – Data for 2001.  
c – Data for 2002.  
d – Data for 2003.  
e – Data for 2004.  
 
Source: Central Intelligence Agency, http://www.odci.gov/cia/publications/factbook/geos/is.html 
(February 10, 2006).  
 
 

Table 1 indicates that these countries are divided into two categories.46 One category 
consists of developed countries with highly encouraging economic indicators, such as a high 
GDP and low rates of unemployment and of the population below the poverty line (with the 
exception of France, which has relatively high unemployment).47 The second category is 
comprised of countries whose development indices are less encouraging, such as Turkey and 
Mexico.48 Mexico and Turkey, which have a lower per capita GDP than Israel, at 55% and 
64%, respectively, subsidize at higher rates by hundreds and thousands of percent.49 In the 
countries of the first category, economic indicators show positive values, so that it seems as 
though there is no reason why they should not be able to afford agricultural subsidies. The 
countries of the second category are developing countries, and it is therefore fitting that they 
should subsidize agriculture, as it is their main source of livelihood. Israel does not fit neatly 
into either of the two categories, and for reasons explained below, when it comes to 
agriculture subsidies, it should not strive to emulate either.  
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Harm to the Poorest of the Poor 

As stated in the introduction, the negative effect on social welfare is a clear 
disadvantage, on the local level, resulting from government supports for agriculture. Notable 
disadvantages are also evident from a global perspective. In the Doha Round of 2001, special 
emphasis was placed on the needs of developing countries. Various resolutions were passed 
with the aim of helping developing countries to expand agriculture and rural areas, since as of 
2005, 75% of the world's poor were living in rural areas. However, despite the good will of 
the developed countries, their assistance misses its target.  

In economically depressed areas, where the economy is primarily based on agriculture, 
when the activity of famers is profitable, they acquire means which create jobs and income in 
the local economy. As a result, individuals emerge from poverty, and the economy grows. 
This dual positive effect is particularly strong in areas in which agriculture is small and 
undeveloped. An excellent example is China in the 1980s. At the end of the 1970s, the 
Chinese government offered a policy that allowed farmers to earn money. Farmers adopted 
the policy, leading to intensive purchases of fertilizers, pesticides, and various consumer 
goods, such as bicycles, radios, etc. The result was steep growth in the level of income and 
employment, in both rural and urban areas.  

The policy of trade and agricultural subsidies in wealthy countries, such as the 
European Union countries, the United States, and Japan, is harmful to the poor in rural areas 
in the developing countries, and greatly impedes their development. Annual subsidies for 
farmers in wealthy countries have reached approximately $280 billion. Annual support for 
developing countries stands at $60 billion. A Japanese cow is subsidized at some $3,000 per 
year, while a European cow is subsidized at about $1,000 per year. Comparitively, the 
average annual income of a resident of the African Sahara is $500, while development aid 
from the EU and Japan stands at $10 per year for an African from the same region. When 
unsubsidized farmers from developing areas do not sell their produce, they do not earn 
enough to emerge from poverty. Because these farmers cannot compete with the subsidized 
farmers, who can sell their produce at a price lower than the cost of production, the subsidy 
policy in wealthy countries detracts from the livelihood of farmers in poor countries. High 
customs tariffs on products produced at drastically lower costs, such as sugar, rice, and 
cotton, also prevent penetration of these products into markets in the wealthy countries.  

Why, then, does the subsidy policy persist in the wealthy countries? It is partly because 
there are powerful political minorities in the wealthy countries, generally comprised of 
landowners and owners of agricultural businesses, who stand to lose from a change in this 
policy.  It is often difficult for policy makers to change a policy that served a relevant 
objective in the past, even though it is no longer relevant today.  And, in wealthy societies, 
there is a desire to preserve a relatively high income level among those engaged in 
agriculture. Those with the appropriate interests may also recite humanitarian and 
environmental arguments, which may perhaps be important; nonetheless, they should not 
come at the expense of the poor.  

Note that even in countries such as the EU states and the United States, which have 
developed various programs that completely remove customs tariffs from products imported 
from certain developing countries; these programs are restricted in cases in which the threat to 
the local market is especially tangible.50 The idea of allocating resources in a manner that 
takes them away from farmers and transfers them to persons in need – on the local, regional, 
and global level – seems impossible and particularly threatening. Yet New Zealand can now 
attest that this is simpler than might be expected.  
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New Zealand 

New Zealand is an example of an industrialized country that has reformed its 
agricultural sector. The change was essentially political, and given the importance of this 
sector to the New Zealand economy, was considered particularly meaningful and drastic. In 
order to protect local production from cheap foreign products, New Zealand did what many 
industrialized countries have done – it granted broad subsidies, backed by high customs 
tariffs. No matter how much the government increased subsidies, farmers' income continued 
to drop. In the mid-1980s, New Zealand found itself on the verge of collapse. Since 
agricultural subsidies were cancelled, more than a decade ago, the share of agriculture in the 
GDP has increased, and the industry has become internationally competitive. It should be 
noted that economic reform or change can be difficult enough to effect under a centralized 
government (e.g. China), but in a democracy, the politics involved are just as challenging. 
The economic crisis experienced by New Zealand in the early 1980s forced both political 
parties – the Labor and National Parties – to set aside their differences and agree on a radical 
change that was needed. The reform cut back supports granted to each sector of the economy, 
so that it was not specific to agriculture. Although New Zealand does not currently have a 
high GDP level ($24,000 PPP, as of 2004), its markets are inarguably competitive.51  

We have seen that agricultural subsidies, whether direct or indirect, through quotas or 
grants, harm both the local and the global economy. We have also seen that a reform in this 
area is possible, based on the example of New Zealand. We now turn to look at Israel, and 
examine the option of treating agriculture and citizens in a way that will improve the 
condition of the economy and of everyone involved, from farmers to consumers.  

Production Surpluses and Support Funds: Alternative Uses 

As noted above, in 2004, surplus production in the amount of 32,000 tons was recorded 
in Israel (fruits, vegetables, and eggs) and in 2005 15,438 tons, all of which were destroyed. 
Total agricultural subsidies in those years stood at NIS 589 million and NIS 663 million 
respectively. The utilization of these funds and production surpluses for the purposes of social 
welfare would promote the resolution of the food insecurity problem in Israel, as well as other 
essential issues which do not receive the appropriate attention due to a lack of monetary 
resources.  

 The Nutrition Project – Addressing Food Insecurity Among Children  

Three years ago, the Yadid non-profit organization proposed a bill for a Nutrition Law 
– a project to provide a hot meal to every child in the school system. The bill referred to a 
universal nutrition plan, in which every child enrolled at any school in Israel would enjoy a 
hot meal during the school day.  

The nutrition project is an important aspect of coping with the problem of food 
insecurity among children. The cultivation of this project will ensure that one full hot meal is 
provided each day to every child in Israel, whether or not he/she is suffering from poor 
socioeconomic conditions. Ensuring proper nutrition will help to improve cognitive 
achievements and academic results, and will advance health goals, since children with 
inadequate nutrition are more vulnerable to disease and infection. The main objective of the 
bill was to ensure that there was no discrimination between children from poorer families and 
children from wealthier families: everyone eats, while only those who can pay do so.  

The bill was submitted to the Knesset in 2003 by MK Yuli Tamir and MK Eti Livni, 
but was not approved. However, a bill submitted by MK Ruhama Avraham, which focused on 
providing hot meals to students in long school-day programs only (thereby significantly 
reducing the cost of the school nutrition program), gained Knesset approval.52 
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The annual cost of the nutrition project, as noted in a government decision, was 
estimated at NIS 180 million, for about 154,000 children in long school-day programs. 
Financing for the 2004-05, 2005-06, and 2006-07 school years was to be divided according to 
the following breakdown: government budget – 25%; Sacta-Rashi Foundation – 25%;53 
participation by parents and municipalities (with their consent) – 50%. The Sacta-Rashi 
Foundation was required to comply with the rules of the Mandatory Tenders Law.54 

The project has the potential to provide food for 193,727 students, of which about 14% 
attend 53 schools in Cluster 1, 13% attend 56 schools in Cluster 2, 12% attend 67 schools in 
Cluster 3, 34% attend 210 schools in Cluster 4, 15% attend 97 schools in Cluster 5, 5% attend 
29 schools in Cluster 6, 4% attend 25 schools in Cluster 7, and 3% attend 20 schools in 
Cluster 8.55 As of February 21, 2006, about 104,000 students receive meals (this does not 
include children who receive meals within daytime group home programs or under the Dovrat 
Program), comprising 9% of all students in elementary schools and public preschools (as of 
the 2005-06 school year), and 14% of the total students living below the poverty line.  

A calculation of the cost of the program comes to approximately NIS 1,300 per student 
per year. The Sacta-Rashi Foundation matches each shekel of government participation with a 
similar one-shekel contribution; however, there is no commitment on the part of the Sacta-
Rashi Foundation to enlarge its contribution beyond the amount it stipulated – $30 million for 
three years (2004-05, 2005-06, and 2006-07). By law, municipalities are obligated to provide 
meals for all students of schools that enter the program, with the exception of students not 
interested in participating. In any case, municipalities are not permitted to deny food to a child 
whose parents do not pay. Note that the participation by municipalities is offset by special 
state grants. This grant is a one-time amount for the 2005-06 school year, and is deducted 
from the municipality's share (provided the municipality joined by November 30, 2005, at the 
latest, and operates the program through the end of the school year). The objective criterion 
for determining the grant, applied by the program's steering committee in the 2005-06 school 
year, is a scale based on CBS data, by the following breakdown: communities in Clusters 1-4 
– a grant of NIS 140 per student; communities in Clusters 5-6 – a grant of NIS 50 per student; 
communities in Clusters 7-8 – a grant of NIS 30 per student.56 

 Food Contractors  

Food suppliers are selected in a tender process through a notice published in 
newspapers, in coordination with the program's administration. The price chart is arranged by 
the type of food serving (tray/bulk), the required level of Kashrut (ordinary 
rabbinate/nongovernmental Haredi), and the number of daily portions supplied by the 
contractor, by levels – the higher the quantity, the lower the price. The average price of a 
meal is around NIS 8.5, and is determined based on offers by the contractors and the tender 
requirements.  

The organization employs two audit companies that visit each contractor once a month 
and examine compliance with all requirements in terms of sanitation, production processes, 
delivery, etc. Only contractors certified by the Ministry of Health are employed. With regard 
to Kashrut, contractors are required to present a kosher certificate, but no further controls are 
exercised. Food contractors are responsible for preparing the food and transporting it to the 
school/preschool, in insulated Styrofoam containers approved by the Ministry of Health.  

In terms of the types of businesses, the suppliers are diverse in the scope of their 
activities. The organization is highly interested in employing small suppliers, in order to 
promote employment in peripheral communities. Only contractors with a producers' license 
are employed – no home-based businesses are included. Meal composition is determined 
according to the guidelines established by the Ministry of Health, published in an Eating and 
Growing pamphlet.57 
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 Agricultural Subsidies vs. Expansion of the Nutrition Project: Analysis 

The current annual cost of the nutrition project (as of 2006) = 36 weeks (weeks of 
school per year, excluding Saturdays, holiday vacations, and summer vacation) * 4 days per 
week (4 days of meals out of 5 weekly school days within the long school-day program) * 
104,000 students * NIS 8.5 per meal = NIS 127.296 million. As of the 2005-06 school year, 
the Israeli government's share in the financing of the meals for 104,000 students was NIS 
31.824 million (NIS 127.296 million * 25%). An alternative interpretation of the figures 
would be that the Israeli government finances meals for only about 26,000 students.  

Considering the above mentioned effects of agricultural subsidies, a long-term policy of 
canceling these subsidies and using the sums to expand the nutrition project would contribute 
to meals for 541,830 students,58 20.8 times more than the number of students the Israeli 
government financed in 2006, or 47% of students in public elementary schools and preschools 
in Israel and 70% of all children living below the poverty line.59  

It is important to understand that in practice, the subsidy moneys appropriated from the 
agriculture industry would be returned to it, at least in part, since fruits and vegetables are a 
major component of the meals that would be served. An expansion of the nutrition project 
would substantially increase demand for these agricultural products. Furthermore, expansion 
of the nutrition project would have the added value of increasing employment in the food 
industry. Meals are provided for 104,000 students today through some 45 food contractors 
located throughout Israel. Expanding the nutrition project to all elementary and preschool 
children (i.e., to approximately 1,150,000 children) could potentially provide work for some 
500 food contractors, or alternately, considerably increase the number of employees at the 
currently operating businesses.  

 Nutrition in Schools in the United States 

Nutrition plans exist at schools and are operated as part of the schools' educational 
system. Meals are fully or partially subsidized for children of families in need. On June 30, 
2004, President Bush referred to the approval of a nutrition plan for children, as well as the 
activity of the WIC (Women, Infants, and Children) Program for 2004, through the enactment 
of a law that expands access to nutritious meals and snacks for a larger number of children in 
schools, during after-school activities, and at various childcare facilities. The law also 
provides for an improvement in the quality of food in the programs detailed below.60  

 NSLP: National School Lunch Program  

This school nutrition program began in 1946, and provides daily lunches to more than 
half of the children in public schools. Most participants come from poor families who are 
exempt from payment or who pay a subsidized price, based on family income. The cost of the 
meals to participants is lower than the cost of the meals to the school.61 Government 
financing for the meals varies according to the families' payments. Families whose children 
pay for the meals almost entirely cover the costs of the meal. Families whose income is less 
than 30% above the poverty line receive free meals. Families whose income levels are30%-
80% above the poverty line pay a subsidized price for th 62e meals.   

In 2003-04, over 28.4 million children at more than 98,000 schools and residential 
institutions participated in the program. On an ordinary school day, some 16.5 million 
children out of the total 28.4 million children receiving meals (or about 58 percent) received 
reduced-cost or free meals. The US Department of Agriculture, through the food services it 
operates, manages the lunch program at schools throughout the United States. At the 
individual state level, educational authorities manage the program through agreements with 
school nutrition authorities.  
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The program provides a monetary repayment per meal, in cash, for public schools, non-
profit private schools, and residential institutions. In the 2004-05 school year, schools 
received a refund in the amount of $2.24 from the federal government for each free meal 
served to a student, $1.84 for reduced-cost meals, and $0.21 for fully-paid meals.63 In 
addition to the monetary repayments, under the law, the schools received food products from 
the Department of Agriculture worth 17.25 cents per lunch served. Federal expenses for the 
lunch program in the 2004 fiscal year were estimated at $6.5 billi 64on.  

 SBP: School Breakfast Program  

 This program is smaller in volume and started late compared to other initiatives, as an 
experimental program in 1966, approved in 1975. The participation rate in the breakfast 
program is lower than participation in the other programs, for several reasons: many families 
eat breakfast at home before leaving the house; breakfast is an easier meal to organize (at 
students' homes) than lunch; and the long school day customary in the United States 
encourages finding solutions for lunch specifically. At the same time, the breakfast program 
provides important assistance to for low-income families that do not provide breakfast or that 
provide a non-nutritious breakfast.65 

In this program, as in the lunch program, the income criterion determines the rate of 
subsidization of the meal. Three out of every four schools that serve lunch also serve 
breakfast. In an ordinary school day during the 2003-04 school year, 8.7 million children at 
more than 78,000 schools and residential institutions participated in the program. Of these, 
7.2 million, or 82%, received free or reduced-cost meals. For every 100 children who 
received free or reduced-cost lunches, 43 children received free or reduced-cost breakfasts. In 
this case as well, the US Department of Agriculture, through the food services it operates, 
manages the breakfast programs at schools throughout the United States. At the individual 
state level, educational authorities manage the program through agreements with school 
nutrition authorities. In the 2004-05 school year, schools received a monetary repayment in 
the amount of $1.23 from the federal government for each free breakfast, $0.93 for reduced-
cost breakfasts, and $0.23 for fully-paid breakfasts. Students charged a partial price were not 
charged more than 30% of the cost of the meal. Federal expenses for the school breakfast 
program in the 2004 fiscal year stood at $1.7 billion.66 

 SFSPC: Summer Food Service Program for Children  

The summer vacation nutrition program is aimed at ensuring nutritious, regular meals 
during school vacations as well. The nutrition program is accompanied by educational and 
enrichment activities: at 95% of the sites where the program is operated, there are 
accompanying activities for children as well. The program was founded in the early 1980s, 
and participation increased steadily until 1996, when cutbacks were made, including a 
reduction of the food subsidy percentage. In 2001, 2 million students received subsidized 
meals, and 1.2 million students received lunches during summer school. In 2004, summer 
programs served approximately 3.2 million students, comprising one-fifth of children of 
families entitled to subsidized meals. Participation rates in the program vary among the 
different states in the United States; this seems to be related to the importance accorded to the 
subject by the local government.67 

In the summer of 2003, the food services program served almost 1.8 million children in 
more than 29,000 institutions, operated by 3,400 supportive organizations. Although nearly 
16 million children rely on partially or fully subsidized meals during the school year, less than 
1.8 million participate in the program during summer vacation. Even adding 1.4 million 
children who received meals during summer school, less than 3.2 million children receive 
meals through this program.  
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The monetary repayments received from the summer program are essential as financial 
support for additional programs serving children of low and medium income families during 
the vacation. In the summer of 2004, the maximum repayment for operating costs per meal in 
most states was $1.38 for breakfast, $2.41 for lunch or dinner, and $0.56 for snacks. Various 
suppliers receive federal funding for administrative costs, according to the type of institution. 
Suppliers can receive up to 13.75 cents for breakfast, 25.25 cents for lunch or dinner, and 6.75 
cents for snacks.68 

 Other Nutrition Programs for Children  

FSP: Food Stamps Program – Enables low-income families to buy food using 
coupons received according to the family's entitlement. Among families receiving food 
stamps, 92% have an income level below the poverty line. Families with children receive 
83% of the benefits, and children comprise about half of food stamp recipients.  

ACFP: Child and Adult Food Program – Provides food for children in community 
facilities such as after-school programs, emergency shelters, and additional school programs. 
The program also serves additional populations such as the homeless, the elderly, and 
children with disabilities. The program provides food for almost 2.7 million children daily.  

WIC: Women, Infants, and Children – Provides food, enrichment, and access to 
health care services to mothers, infants, and children up to the age of 5 who are in danger of 
inadequate nutrition. In 2005, 7.8 million pregnant women and children participated in the 
program each month.69 

Treating Food Insecurity Using Agricultural Surpluses 

In September 2005, a study was published by the Israeli Center for Third Sector 
Research and the Forum to Address Food Insecurity and Poverty in Israel. This study mapped 
the food-related non-profit societies in Israel, and the volume and patterns of their activity in 
2004. As part of this study, a survey was conducted which gave rise to several important 
conclusions. The non-profits that participated in the survey aid approximately 474,800 people 
throughout Israel. 81% of the non-profits combine several modes of action in order to collect 
food and provide aid, such as soup kitchens (there are 23,904 soup kitchens in Israel) and 
distribution of food baskets.  

The non-profit societies mostly serve regular clients; entitlement is checked 
infrequently (which may impede the absorption of new clients in need of services). In 
addition, the non-profits do not tend to check whether their customers receive other aid from 
similar organizations. Operating procedures between social services bureaus and the non-
profits are established ad hoc, and are still being formulated. The non-profit societies ask for 
referrals from the bureaus, but it is unclear who is entitled to a referral, and who tracks the 
family and its nutritional needs. Further, the non-profits do not tend to maintain connections 
with one another in order to coordinate their resources and activity.70  

It is deplorable that while the non-profit societies have difficulty obtaining aid for 
clients in need, tons of fruits and vegetables are destroyed - in 2003, 11,422 tons at a total cost 
of NIS 3.2 million (the difference between the findings in 2003 and in 2004 stems from 
annual demand, initial crop sizes, etc.). It is also unfortunate that there are production 
surpluses on cultivated land, with no record of their existence.71 The lack of records and close 
tracking of persons in need and their ongoing financial status, and the lack of overlap in data 
among the various societies and organizations, are failures that must be remedied if one 
wishes to make use of agricultural production surpluses. This is because the transfer of 
production surpluses to individuals who would have purchased the produce on their own, or 
who may decide to resell rather than eat it, would reduce farmers' income and hurt their 

 25



Koret – Milken Institute Food Surpluses and Food Insecurity
Fellows Program

26

Koret Fellows – Milken Institute                            Food Surpluses and Food Insecurity 
Fellows Program 

livelihood. Close tracking, record-keeping and coordination of data and activity could prevent 
this damage, so as only those truly entitled would receive the benefits.  

 The Table to Table Foundation  

The pressure on state social services agencies in Israel and the deepening of social 
inequalities have led to a significant increase in the work of non-profit organizations aiding 
weak populations in the last decade, so that an infrastructure to extend further aid has already 
been created. As detailed above, there are agricultural production surpluses in Israel, most of 
which are slated for destruction. How, then, could such agricultural surpluses be utilized for 
the benefit of persons in need?72  

An excellent example of the sought-after cooperation between the agricultural sector 
and third-sector organizations is the Table to Table Foundation, which "rescues" food for 
persons in need, and among other things works to "rescue" surplus agricultural produce.73 

Projects run by the Foundation include the following:  

Second-rate fruits and vegetables: The typical Israeli farmer sells only 75%-80% of the 
fruits and vegetables grown. 20%-25% of the products are considered second-rate. This refers 
to fruits and vegetables whose appearance is inadequate and which are therefore unsuitable 
for sale (but perfectly suitable for eating). Before the Foundation's establishment, most 
farmers who work with the Foundation used to throw away such produce. Today, the 
Foundation's volunteers sort the second-rate products and distribute all suitable fruits and 
vegetables to the Foundation's subsidiary organizations. The Foundation collects close to 25 
tons of produce each week.74  

The Leket [Gleaning] Project: Thousands of farmers decide, as noted above, not to 
harvest all of their fruit during the harvest season. In the past, all of this fruit – thousands of 
tons each year – was left to rot and was thrown out. As part of the Leket Project, the 
Foundation has groups of volunteers enter the fields of farmers who agree to participate; they 
collect all non-harvested fruits and vegetables. Thousands of Israelis (schoolchildren, soldiers 
in military units, youth group members, etc.) arrive to harvest the fruits and vegetables. In 
2005, 20,000 people helped harvest 250 tons of fruits and vegetables.75 

The Foundation serves as a food bank, in that the food collected is distributed to various 
destinations, including various non-profit societies throughout Israel, children's shelters, 
homeless shelters, community centers, soup kitchens, school lunches, and assistance 
programs for the elderly. The Foundation has nine paid employees, a CEO who works 
without pay, four refrigerated trucks, and 500 volunteers. The Foundation contacts farmers 
through fairs held by the Ministry of Agriculture and the Production Councils. Reliability is 
important, in that farmers who see their neighbors open their gates to the Foundation's 
volunteers are likely to follow in their footsteps and offer their own fields to be harvested as 
well. If any produce were to be sold this would undermine reliability and undo the purpose for 
which the Foundation was established. As noted, in 2005, 250 tons of fruits and vegetables 
were gathered from about 30 farmers.76 Given that in 2004, there were 19,100 independent 
farmers employed in the industry, a simple calculation leads to the conclusion that there is an 
annual potential of some 160,000 tons of agricultural produce in fields and plantations 
(constituting about 2% of agricultural production, as of 2004) which is unreported and usually 
condemned to rot and destruction.77  

 City Harvest  

The City Harvest program serves the people of New York City. Over 260,000 hungry 
people, including children and the elderly, are fed each week through this non-profit.78 A 
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daily amount of 53,000 pounds (about 24 tons) of food is rescued, with food donation sources 
divided into the following categories: 42% of the food is donated by industrial manufacturers 
and wholesalers, 23% is donated by non-profit institutions and municipal authorities, 12% is 
donated by restaurants, fast-food eateries, and caterers, 7% is donated by farmers, an 
additional 7% is donated by corporations, retailers, and hospitals, 6% is donated by grocery 
stores, and 3% is donated by individuals and schools.79 In 2005, the organization collected 
over 13 million pounds (5,902 tons) of fresh fruits and vegetables; this quantity still did not 
satisfy the large demand among the city's low-income population.80 

The organization recognizes that helping those in need does not consist solely of 
providing what they lack, but involves providing the tools to make the most of the resources 
available to them. For this purpose, seven different educational programs were established, 
which impart guidance and information regarding proper nutrition within the confines of a 
low budget. In order to supply the demand for fresh fruits and vegetables, the organization's 
staff began harvesting agricultural produce not picked by farmers, in amounts totaling 
hundreds of thousands of tons. Local farmers receive compensation for the picked fruits, 
which cannot be sold in the market since they do not comply with market standards, and those 
in need benefit from over 80,000 pounds (about 36 tons) of fresh local produce.81 

 America's Second Harvest (ASH): The Nation's Food Bank Network 

America's Second Harvest is the largest such network in the United States, with 
members including over 200 food banks and aid organizations nationwide. The network 
provides aid in all 50 states, Washington D.C., and Puerto Rico. The network rescues and 
distributes about 2 billion pounds (908,000 tons) of consumer products and food each year. 
ASH supports nearly 50,000 local aid agencies that offer almost 94,000 relief programs, such 
as food storage, soup kitchens, emergency shelters, after-school programs, and Kids' Café 
programs.82  

Programs supported by ASH include:  

 Backpack Program: Provides children in need with backpacks filled with nutritious and 
easy-to-prepare food products, during periods in which reduced-price or free meals are 
unavailable.  

 Community Kitchen: Provides training in culinary professions for low-income 
populations, with the aim of giving individuals a foundation in order to find work in the 
food industry. Concurrently, participants contribute to the community by preparing 
hundreds of nutritious meals, which are delivered to various aid programs.  

 Fresh Food Initiative: A partnership with growers, packing houses, and industry 
experts, who help ASH identify and rescue large food sources, including vegetables and 
seafood. The added value of this process is that it enables food banks to receive and 
distribute the food in packages that can be transported and distributed. Each week, ASH 
transports 1.8 million pounds (8,172 tons) of fresh produce. In 2005, 311 million 
pounds (141,194 tons) of agricultural produce (mainly fruits and vegetables) and 3.3 
million pounds (1,498 tons) of fresh and frozen fish were distributed through this 
network.  

 Kids' Café: Provides free meals and snacks to children from low-income families.83 

ASH is supported by donations from individuals, companies (food, transportation, 
consumption, etc.), and various institutions, including the US Department of Agriculture. 
Donations include food and consumer products, as well as monies. Food donors are protected 
against various criminal and civil claims, in order to encourage food donations, with the aim 
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of eradicating hunger in America. Donors of food surpluses and surplus agricultural produce 
enjoy full legal protection, savings on the costs of transporting, destroying, and storing food, 
free transportation from any US location, possible tax deductions, an improved public image, 
and, of course, the opportunity to help millions of hungry people in the United States.84  

Small Businesses  

Food services as a means of solving the problem of hunger entail secondary 
occupations that can contribute to the expansion of employment and to the volume of 
economic productivity. These areas of occupation include the harvesting, transportation, food 
preparation, marketing, administration, and even high-tech sectors. In the United States, 
meals at schools provide fertile ground for the growth of small enterprises seeking to prepare 
lunches, open cafeterias, provide fruit as afternoon snacks, etc.  

For example, Mrs. Carliss opened a family business in Texas. Mrs. Carliss is a general 
advisor at The Paper Plate. Based on her experience as a mother and an attorney, Mrs. Carliss 
realized the market potential inherent in a wealthy population with a demand for food 
deliveries. Mrs. Carliss's mother, now president of the company, decided early on to invest in 
the idea as well. A small-business advisor in Dallas brought to their attention the opening of a 
semi-private school where demand might emerge for pre-prepared lunches. Mrs. Carliss's 
brother also joined the initiative to help with the financing and organization of the business. 
In October 1998, the company began by supplying 67 lunches, which were bought, prepared, 
delivered, and served by the three on their own. They discovered that preparing meals for 
students was profitable. In 1999, the company applied to work with an additional school. 
Today the company has 53 employees who prepare and serve 6,500-7,000 lunches and 2,000 
breakfasts each day at private and semi-private schools. The food is served either by the 
school or by company staff. The company had $2.8 million in revenues in 2004, and $3 
million in 2005. Last year, the company received an appointment from the state as a food 
management service. This appointment allows it to supply lunches to any public school in 
Texas.85 

An example of intensive use of fresh fruits and vegetables is HSLP (Healthy School 
Lunch Program), administered by the Earthsave Canada organization. The goal of the 
program is to bring about intensive use of nutritious, healthy foods at schools in Vancouver, 
Canada, while explicitly restricting less healthy choices. The idea is to base the meals offered 
on vegetarian components. Vegetarian food is accessible to everyone, and circumvents 
various religious, cultural, and dietary restrictions. Within a strict budget, it seems ideal to 
base meals on fresh, healthy ingredients. The program is constructed based on personal 
meetings of a program team with school personnel, with the aim of helping them design a 
nutrition policy suitable to the needs of their students. For several schools, it is sufficient to 
offer food that is not fried. For other schools, it is enough to introduce vending machines 
containing vegetarian food products, or open a salad bar within the school cafeteria. The 
program is currently in a trial phase at two Vancouver schools, alongside a program in which 
chefs visit the schools and create tasty vegetarian recipes together with the students.86  

In another example, production surplus fruits sold at a loss are utilized. Schoolchildren 
in Oregon are trying a new item at lunch: fizzy fruits (produced by the Fizzy Fruit Co.). 
Founder Glen Kaufman invented this product in the mid-1990s, while sailing, when he ate 
pears that had been placed in a container of carbon dioxide-based dry ice. The pears were 
sweet and fizzy; ever since, Kaufman has sought to promote the idea. The lunch supplier 
Sodexho served the product as part of an experimental project at 14 Oregon schools, and it is 
slated for distribution to 500 schools in the state. Fizzy fruits will soon be sold in vending 
machines and at convenience stores.87 
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Surprisingly, it turns out that the high-tech sector also has a role in this field. An 
entrepreneur named Stephan Moon founded an Internet-based company called Tuck-shop. 
The company offers a service allowing parents to order lunches for their children during 
school hours, and pay for them online. Information about the service was sent to 2,700 
schools in various states, and according to Moon, feedback so far has been quite positive. 
Parents have full control over selection of the menu for their children, enabling them to put 
together a meal based on the rules of proper nutrition. Coordination between schools and food 
suppliers is less cumbersome, and parents can be assured that money for school lunches is 
used for that purpose rather than spent on other things. The website provides every school 
registering for the service full freedom in site design, content, and links to the school's 
website. Furthermore, each registered school will have the option of selling advertising space 
to certain companies, thereby eliminating the need to pay an annual fee; thus the idea is 
marketed as a profit component, rather than a cost component, for the school. The cost of 
registration and website construction for a single school is $10,000. There is also an annual 
cost of $250.88 

As noted, increasing demand from schools for fresh agricultural produce benefits 
farmers, since it opens a substantial consumer niche to them. It turns out that a direct 
connection between schools and farmers is a positive relationship with benefits for both 
parties. In Iowa, for example, elementary, middle, and high schools buy large quantities of 
food this way each year for breakfast and lunch programs. In fact, direct purchasing has been 
tried in several programs. This type of purchasing is often part of a school curriculum 
involving farmers' visits to the school, or students' visits to local crop growing areas. Almost 
every school has a nutrition program operated for students. Close to 20% of students 
participate in breakfast programs. 70%-90% generally participate in lunch programs. These 
percentages represent significant potential market power.  

Breakfast usually includes milk, fruit juice or fruit, and two portions such as cereal and 
toast or pancakes. The average price charged for breakfast is $1. Lunch includes two fruit 
and/or vegetable portions, two portions of bread or a similar product, dessert, and a portion of 
milk. The price charged for lunch ranges from $1.30 to $1.80. Higher prices are charged at 
middle and high schools, due to larger portions served. Most of the schools are entitled to 
receive food products through the Department of Agriculture. The program provides a variety 
of frozen or durable products, including chicken or beef, flour, fruits, vegetables, etc., at a 
fairly low cost. The schools purchase the products from this source rather than other sources, 
due to the low cost. Fresh produce such as eggs, milk, and fresh fruits and vegetables are not 
included in this range of products.  

A food services manager usually carries out food purchases for the school. Food 
services managers generally buy from less than ten suppliers. Payment for the food is usually 
made through the regional business office, with the board of education providing approvals 
for payments, which are usually made within thirty days. The food is generally delivered 
directly to the schools where it will be served. Food services managers must ascertain several 
points before buying food products and fresh local produce: economic efficiency (obtaining 
high-quality food at competitive prices, in line with the school's budget), seasonality and 
availability of food products (enrichment of new and existing menus according to the 
availability of agricultural crops each season), product packaging and labeling, in order to 
comply with various regulations concerning product quality, and of course, the efficiency of 
ordering and payment to producers. Conscientious attention to each of these issues will raise 
local growers' chances of selling produce to the regional school. Growers market their 
produce either as individuals, or as part of a joint effort by several farmers through an 
organized body.89 

Since 1996, the federal lunch program is required to comply with a standard under 
which the percentage of fat in a meal cannot exceed 30%, with the percentage of saturated fat 
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not to exceed 10%. This requirement opened the door to various cafeterias offering healthy 
food. In California, the Dole Nutrition Institute donated 50 portable salad bars. In several 
cases, schools are trying to move children away from the idea of processed food through 
encounters with local production farms. In Santa Fe, a non-profit organization called Farm to 
Table brings fresh agricultural produce to schoolchildren, as part of a healthy snacks program.  

An additional example of the introduction of food into schools is vending machines, 
which have a great deal of power within the school food market. We are familiar with these 
machines dispensing soft drinks, sweets, and salty snacks. These foods, extracted from 
vending machines, constitute "competing food." Schools make 15 to 20 cents on each dollar 
put into the machines. When children can choose whether to spend their money on a 
nutritious meal or on a salty snack, they do not always make the nutritional choice. If the 
machines contain healthy products, parents' concerns may be allayed.90 

Based on the above analysis and examples, we see that food surpluses can be utilized 
rather than destroyed; state subsidies to agriculture are wasteful and often counterproductive; 
NGO non-profits and the private sector have a constructive and sometimes critical role to play 
in addressing food insecurity; and small business can both address the needs of local schools 
and benefit itself, as a sector, from state redirection of subsidies from agricultural producers 
to existing under funded programs designed to provide children with food during the school 
day. 

Short-Term Recommendations  

 Establish  a Ministry of Agriculture and NGO coordinating system to receive reports 
from food producers of unsold or non-harvested produce to facilitate harvest and food 
transfers by NGOs  to those in need.  

 Enable NGOs to register the recipients of food to encourage monitoring and consider 
assistance by the relevant state agencies. In order to guarantee farmers' interests and 
ensure their full cooperation, it is necessary to ensure that NGOs maintain records 
documenting those persons benefiting from their services, to avoid duplication or the 
extension of continued assistance to persons no longer in need of it.  

 Encourage recipient participation in harvesting and packing the food and payment in 
kind in addition to whatever aid is usually received from NGOs.  

 Encourage producer participation in the transfer instead of destruction of food 
surpluses, possibly through tax incentives and indemnification from "good Samaritan" 
legal liability.  

 Transfer of surpluses should be awarded by tender to facilitate small businesses and 
school lunch program involvement. Before destroying surpluses, Production Councils 
now contact industry and export sources in order to attempt to obtain the highest 
possible prices for the produce. Nonetheless, the compensation for the produce is 
minimal. In order to ensure the sale of produce instead of its destruction, a tender 
should advertise the production surpluses, or alternately, a future date for a tender 
should be announced. The terms of the tender should include granting an advantage to 
small businesses in general, and to businesses participating in school nutrition programs 
in particular.  

 Permit schools to purchase surplus produce at discounted prices for large centralized 
purchases. This is done as part of an academic and practical curriculum in Iowa and in 
Canada. The curriculum there encourages proper, healthy nutrition and includes visits 
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to crop-growing areas. A relationship between local growers and schools may even 
contribute to a renewal of interest in agricultural studies and farming.  

 Schools should be able to operate school lunch programs without intervention by the 
central government, except for health and Kashrut supervision. This will encourage 
small and home-based businesses to compete for the provision and preparation of 
program food. State subsidies to the insecure can thus be channeled to those in need 
rather than through the Ministry. As part of aid to persons in need, the meals offered 
may be subsidized differentially, by providing refunds to businesses.  

 Consider legislation to prohibit the destruction of edible food by state-subsidized 
producers. 

Long-Term Recommendations  

 The exemption of the agricultural sector from state antitrust laws should be eliminated. 
This will encourage competition, lower middleman costs and benefit consumers.  

 The system of subsidies to the agricultural sector needs radical change. The current 
system encourages waste, penalizes efficiency and is detrimental to the social welfare. 
Subsidies to the agriculture sector should be eliminated. Beyond the local economic 
benefits to be achieved by canceling subsidies, Israel would also be perceived in the 
international arena as a major supporter of developing countries.  

 One-time grants or retraining programs can be arranged for producers who opt to 
change employment when the current subsidies end.  

 A portion of funds currently used to subsidize large or inefficient producers and annual 
surpluses should be redirected to create a safety net for those in need in a manner 
similar to America's Second Harvest.  

 A portion of the subsidies should be used to expand the school lunch program as a 
response to food insecurity affecting children. An expanded school lunch program 
would provide hot lunches to all schoolchildren (and at some point, perhaps breakfasts), 
as well as employment opportunities to small businesses providing or preparing 
foodstuffs.  

 The national network should coordinate food rescue, donations and equipment, and 
distribution among the various NGOs. The degree of volatility in surplus formation 
should be studied, in order to generate appropriate forecasts and think of ways to make 
up the difference, during years in which no production surpluses are recorded. It is also 
important to investigate the best way to involve recipients as active participants in the 
food rescue and distribution process. This type of involvement would motivate these 
persons towards action, rather than passively waiting for aid.  

 

The subsidies once redirected will encourage producer efficiency and competition, by 
means of market forces including consumers and private sector businesses, rather than 
perpetuating waste and inefficiency through direct payments to producers.  
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Appendix 1 

Halachic Review by Rabbi Simcha Hacohen Kook, Chief Rabbi of the City of Rehovot 

The prohibition against destruction of food has been recognized for ages. According to 
the Chief Rabbi of the City of Rehovot, Rabbi Simcha Hacohen Kook, "The Jewish Halacha 
states that bal tashkhit is a prohibition against the destruction of fruit-bearing trees, or any 
object that is needed by man, as is written in the Torah, 'When thou shalt besiege a city…, 
thou shalt not destroy the trees thereof by forcing an axe against them: for thou mayest eat of 
them.' Only trees which are not fruit-bearing may be chopped down [Deuteronomy, 20, 19-
20]."  

The Bible contains many additional references to the subject of surpluses. The 
following are some of these references: "And when ye reap the harvest of your land, thou 
shalt not wholly reap the corner of thy field, neither shalt thou gather the gleaning of thy 
harvest. And thou shalt not glean thy vineyard, neither shalt thou gather the fallen fruit of thy 
vineyard; thou shalt leave them for the poor and for the stranger: I am the Lord your God" 
(Leviticus 19:9-10). "And when ye reap the harvest of your land, thou shalt not make clean 
riddance of the corners of thy field when thou reapest, neither shalt thou gather any gleaning 
of thy harvest: thou shalt leave them unto the poor, and to the stranger: I am the Lord your 
God" (Levit., 23:22). It is also written, "When thou cuttest down thine harvest in thy field, 
and hast forgot a sheaf in the field, thou shalt not go again to fetch it: it shall be for the 
stranger, for the fatherless, and for the widow: that the Lord thy God may bless thee in all the 
work of thine hands. When thou beatest thine olive tree, thou shalt not go over the boughs 
again: it shall be for the stranger, for the fatherless, and for the widow. When thou gatherest 
the grapes of thy vineyard, thou shalt not glean [it] afterward: it shall be for the stranger, for 
the fatherless, and for the widow…" (Deuteronomy 24, 19-22). 

The Pe'ah ("Corner") tractate of the Talmud explains many laws relating to these 
biblical injunctions. According to Rabbi Kook, the Pe'ah issue is not relevant today, since 
paupers no longer scout fields and orchards for leftovers (with the exception of organized 
activities, as described previously in this research paper), and any leavings are abandoned to 
the birds. 

Rabbi Kook states that another paramount issue in this instance is that of charity. Here 
are just two of many references in the Talmud to such charity: 

"Rabbi Gamliel preached [based on Deuteronomy 13] …and He should make you 
merciful, and have mercy on you and make you abundant, and anyone who has mercy for 
others is given mercy from above, and anyone who does not have mercy for others, is not 
given mercy from above" (Shabbat, 151). 

"…According to Rabbi Elazar, why is it written [Isaiah 59], 'For he put on charity as an 
armor' – this is to say, what is this armor? Each shell added to another accumulates to a hefty 
armor; so also charity, each penny added to another accumulates to a hefty amount" (Babba 
Batra, 9). 

 This very partial review of the Jewish sources reinforces the recommendation that food 
should not be destroyed, and that persons in need should be assisted. 
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Appendix 2 

Agricultural Subsidies by Major Indices, 1959-1972 

 
Subsidy as a percentage 

of disposable income 
(percent) 

Subsidy as a percentage of 
the value of agricultural 

production (percent) 

Subsidy per capita in 
Israeli Lira  

(current prices) 
Year 

1959 23.4 6.7 3.7 
1960 25.9 7.3 4.8 
1961 24.3 6.1 3.0 
1962 31.8 7.5 3.6 
1963 39.9 8.1 4.2 
1964 49.3 9.7 4.5 
1965 57.5 10.8 4.6 
1966 52.2 9.5 4.4 
1967 57.8 9.6 4.4 
1968 57.3 9.1 4.2 
1969 46.5 7.1 3.2 
1970 44.7 6.7 3.3 
1971 53.0 6.4 2.4 
1972*  56.8 6.4 1.0 

* Estimated (as of writing of original document).  

Source: Ministry of Agriculture, Department of Agriculture, Center for Agriculture and Settlement 
Planning and Development, Economic Surveying and Consultancy Division, Subsidies in Agriculture 
(Tel Aviv: Ministry of Agriculture, May 1973), p. 7.  
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Appendix 3 

Aid to Persons in Need – Increasing Income in Products versus Increasing Income in 
Money – Economic Analysis 

Aid to persons in need can be received in two forms: through monetary assistance, or 
through food products. Figure 8 and the subsequent economic analysis will clarify which of 
the two means is preferable, from the viewpoint of the persons in need. First, we define a 
number of terms that are essential to the analysis: "Budget line" – the budget limit to which an 
individual is subject when selecting a basket of products to purchase. The cost of the basket of 
products purchased can be less than or equal to the total limit, but cannot exceed it. The 
budget line is represented in figure 8 by the lines DE and GF (GF represents a larger budget 
obtained after receiving aid). On the line DE, when consumers spend all of their income on 
food products, they are at point E; when they spend all of their income on "other products," 
they are at point D. The other points represent combinations of these at various levels; 
"Benefit function" – a curve representing various consumption baskets, with identical benefit 
derived for the individual from their consumption. The rounded curves appearing in the axes 
represent a system of equal-benefit curves (the benefit level increases towards the northeast). 
An example of such a curve is represented by curve JI. The optimal basket for the consumer 
is one that takes full advantage of the available budget, and maximizes its benefit. This is the 
point of contact between the line represented by the budget line and the benefit curve.  

In Figure 8, the consumer enjoys food products (X axis) and "other products" (Y axis). 
Line DE represents the initial budget limit of a particular person in need. Basket A is the 
optimal consumption basket for this consumer, in the initial state (before receiving aid). At 
this point, the consumer chooses to consume amount X1 of food products and amount X2 of 
"other products." In the next stage, the individual receives aid. After receiving aid in food 
products only, the new budget line is represented by line CF. Note that this line does not 
intersect the Y axis, since giving income in the form of products does not enable the 
individual to purchase more "other products." The gift is represented by line EF. Had the aid 
been provided in money, the line would continue to the point of intersection with the Y axis at 
point G. Such an increase in income would enable the consumer, if he/she wished, to increase 
the amount consumed of both types of products, arriving at point B. Since this is the optimal 
basket for the consumer under the new budget limit, there would be a perfect fit between the 
benefit curve and the budget line. Since increasing income in the form of products does not 
enable the consumer to purchase a larger quantity of "other products," he/she must make do 
with the maximum amount that could be purchased with the original income, and enjoy a 
larger quantity of food products, i.e., point C. At this point, the consumer's selection is not 
optimal from his/her point of view, so that there is no contact between the curves at point C. 
The conclusion drawn is that from the point of view of persons in need, aid in the form of 
food products is an inferior solution relative to monetary aid.  
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Figure 8  

  

 

 

 

 

 

 

 

 

 

 

 

Source: Based on Prof. Yakir Plessner, interview with author, February 5, 2006.  
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1 Based on: Central Bureau of Statistics, Agriculture Division, Excel data.  
2 A poor family, according to National Insurance Institute definitions, is a family whose income is 
lower than half of the median income, determined by the list of all incomes in Israel (ranked in 
descending order from highest to lowest income). Today, 404,500 poor families live in Israel, 
comprised of 1,630,100 people, including 775,400 children. National Insurance Institute, Poverty and 
Income Gaps Report for 2005/06, http://www.btl.gov.il/pdf/oni2004_5.pdf (August 5, 2007), p. 9. The 
incidence of poverty among families, in which the head of the family is elderly, with the income level 
examined after transfer payments and taxes, stands at 22.9%.  
3 The JDC – Brookdale Institute, "Update on Food Security in Israel: Highlights of the Findings" 
(November 2003), pp. 2-3, http://jointnet.org.il/pub/brook/brookdale_new/word_documents/39food-
security-apndx1103.rtf (May 13, 2006).  
4Food Bank,  http://www.bankmazon.org.il/page.asp?page_parent=370 (August 5, 2007)  
5 Production Councils – bodies established and anchored in law in 1959. Their main role is the 
guidance of production according to the directives of the Minister of Agriculture; regulating 
classification, sorting, marking, and handling of produce after picking; regulating marketing and rules 
for trade in produce (licensed marketers, quality rules, trade methods, etc.); licensing, control, and 
supervision regarding the matters listed above; publication of current information regarding quantities 
marketed in Israel and abroad, and the prices obtained (in main markets); short-term forecasts; 
management of surplus funds; initiation of research related to the sector and its products, market 
research, etc.  
6 Based on: Central Bureau of Statistics, Agriculture Division, Excel data. 
7 Haaretz, May 18, 2006.  
8 Haaretz, May 31, 2004.  
9 Yaacov Siton, Deputy Director-General of Plant Council, telephone interview with author, November 
29, 2005.  
10 Department of Agriculture, Center for Agriculture and Settlement Planning and Development, 
Economic Surveying and Consultancy Division, Subsidies in Agriculture (Tel Aviv: Ministry of 
Agriculture, May 1973), p. 1.  
11 Moshe Schwartz & Dan Giladi, "Farmers? Reality and perceptions in the formative decade of 
agriculture in Israel: 1949-1959," Economic Quarterly 40 (March 1993), pp. 400-401.  
12 Ibid., p. 397. 
13 Ibid., pp. 397-399. 
14 Ibid., p. 393. 
15 Ibid., pp. 400-401. 
16  Ministry of Agriculture, Subsidies in Agriculture, pp. 2-4.  
17 Subsidies come under the definition of transfer payments – i.e., sums of money transferred to 
individuals on behalf of the Israeli government, with no tangible compensation in the form of goods, 
services, etc. As such, it is meaningless to neutralize the effect of changes in prices on the amounts of 
money presented later in this paper, as it is incorrect to refer to the purchasing power of these sums of 
money. Therefore, all reports of support for agriculture are reported in prices of that year (in current 
prices).  
18 Ministry of Agriculture, Subsidies in Agriculture, pp. 7-9. 
19 Dalia Harel, "The development of government involvement in agricultural production since the end 
of the 1980s," In: Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural 
Areas Planning and Development Authority, Economic Report on Agriculture and Rural Areas, 1999 
(Jerusalem: Ministry of Agriculture, July 2000), p. 53.  
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20 Dr. Dan Giladi, The Israeli Economy: Development, Characteristics, Policy (No location noted: 
Ministry of Education, 1998). Quoted in: Educational Technology Center Library, 
http://lib.cet.ac.il/pages/item.asp?item=4131 (March 31, 2006).  
21 Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas Planning 
and Development Authority, and Jewish Agency, Zionist Histadrut, Green Book 2 – Policy for 
Agriculture and Rural Areas in Israel (No location noted: Ministry of Agriculture, June 1996), p. 2.  
22 Subsidies of water inputs; subsidies of capital investments in the cattle sector and in projects leading 
to saving water, such as recouping waste water and capturing flood water; subsidies of insurance and 
granting of agricultural insurance (subsidized agricultural insurance is divided into two types: A. 
Insurance against natural damage – 80% of agricultural insurance against natural damage is executed 
through the Nature Damage Insurance Fund Ltd. [NDF], a company owned by the government and the 
farmers. Government participation in subsidizing premiums in this area totaled NIS 27 million in 2005. 
B. Insurance against natural disasters – an agreement was signed between the government and NDF in 
1999 regarding disaster insurance [multiple risk insurance]. Under the agreement, NDF issues 
insurance policies against natural disasters to the fruit and citrus sectors, and the government 
participates in subsidizing the premium; subsidies of the local market, with most aid to producers of 
produce for the local market executed through support for sectors that have a significant contribution to 
preservation of land, such as wheat growing and raising cattle herds for meat, and through direct 
subsidies to farmers in the Galilee region in the poultry sector; provision of services, such as 
agricultural training; research and development, such as financing of agricultural research through the 
Chief Scientist; exports, with 70% of agricultural exports performed through the agricultural exports 
company Agrexco, a mixed company (jointly owned by the government, Tnuva, and the agricultural 
Production Councils). The government subsidizes up to 40% of expenses and sales promotion activity 
for agricultural produce in markets abroad. In addition, the government participates in various activities 
to promote exports, such as financing trial shipments of produce and subsidizing research and capital 
investments aimed at increasing exports. Ministry of Finance, Budget Proposal for the Fiscal Year 
2005 and Explanatory Notes Submitted to the 16th Knesset, Ministry of Agriculture and Rural 
Development and Incidental Items, Book 19 (Jerusalem: Ministry of Finance, October 2004), pp. 35-
37.  
23 Exemption from a restrictive arrangement – the Restrictive Trade Practices Law (5748-1988) 
regarding restrictive arrangements does not apply to growers who are wholesale marketers of 
agricultural produce. This allows, among other things, centralized planning through quotas and surplus 
clearing funds. In contradiction to the intentions of the legislator, which were to protect growers, the 
exemption in its present format allows wholesalers who do not belong to the agriculture sector to create 
cartel-type organizations, coordinate their activities, and wield market power against growers, among 
others. The current situation allows wholesalers to obtain large profits stemming from large mediation 
gaps between growers and end consumers. During the discussions of the 2005 budget, on August 15, 
2004, the government resolved to perform the necessary legislative amendments in order to reduce the 
wholesale mediation gap, thereby increasing the welfare of growers and consumers; Prevention of 
imports – after Israel joined the GATT agreements, administrative restrictions on imports were 
replaced by high protective customs tariffs, which do not allow substantial, continuous imports of fresh 
agricultural produce to Israel, with the exception of a small number of products imported within 
customs-free quotas, as required under international agreements. Blocking imports through high tariffs 
reduces competition in the local agricultural produce sectors, and therefore constitutes support for local 
farmers. Ministry of Finance, Budget Proposal for the Fiscal Year 2005 and Explanatory Notes 
Submitted to the 16th Knesset, Ministry of Agriculture and Rural Development and Incidental Items, 
Book 19 (Jerusalem: Ministry of Finance, October 2004), pp. 35-37.  
24 Itzhak Oron, Nili Mark, & Galia Ofer, Micro-Economics, Introduction to Economics, Expanded 
second edition (Tel Aviv: Amihai, 2001), pp. 236-237. 
25 Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas Planning 
and Development Authority, and Jewish Agency, The Green Book, Policy Guidelines for Agriculture 
and Rural Areas in Israel, 2000-2005 (No location noted: Ministry of Agriculture, July 1999), p. 5.  
26 A public good is a product that can be consumed in a communal manner; one which no person can be 
prevented from enjoying.  
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27 Influences derived from the production process, which are not taken into account in the price 
mechanism. For example, secretion of a chemical substance that causes pollution of a river during the 
production of a certain product.  
28 Oron, Mark, & Ofer, Micro-Economics, pp. 236-237. 
29 Liron Amdor, "Sustainable agriculture – from theory to practice," Israel Agriculture Journal (Haifa: 
Technion – Shmuel Neeman Institute, December 13, 2005), p. 27. 
30 Producer's surplus is the difference between the revenue and the variable costs involved in producing 
the output. Alternatively, the area confined between the price curve and the supply curve.  
31 Consumer's surplus is the area confined between the demand curve and the price curve, representing 
the benefit derived from the difference between the actual price paid by the consumer for the product 
and the hypothetical maximum price the consumer would be willing to pay.  
32 The social benefit, or in other words the social welfare, is the sum of the producer's surplus and the 
consumer's surplus.  
33 Ministry of Industry, Trade, and Labor, http://www.moit.gov.il/NR/exeres/CD9B90B9-B683-4070- 
A256-CB8B1DB1F07F.htm (March 15, 2006).  
34 Harel, "Development of government involvement," p. 55.  
35 Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas Planning 
and Development Authority, Detailed Planning Division, and Jewish Agency of Israel, Settlement and 
Development Department, Agricultural Sectors in 1993-1994 (Abstract by Region and Type of 
Settlement) (Tel Aviv: Ministry of Agriculture, 1995), p. 7.  
36 Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas Planning 
and Development Authority,  Detailed Planning Division, and Jewish Agency of Israel, Settlement and 
Development Department, Agricultural Sectors in 1994-1995 (Abstract by Region and Type of 
Settlement) (Tel Aviv: Ministry of Agriculture, November 1996), p. 8. 
37 Ministry of Agriculture and Rural Development, Detailed Planning Division, and Jewish Agency of 
Israel, Settlement and Development Department, Agricultural Sectors in 1996-1997 (Abstract by 
Region and Type of Settlement) (Tel Aviv: Ministry of Agriculture, 1998), p. 6. 
38 A good example is the change in consumption patterns of frozen poultry. Frozen poultry appeared in 
Israel as a channel for surpluses, intended to absorb only a small part of the overall production volume. 
During subsidization, the weight of frozen poultry consumption out of total poultry consumption 
reached approximately 80%. Once subsidies for frozen poultry were cancelled, it suddenly lost its 
glamour; as of 2000, the proportion of frozen poultry already stood at 75% of total consumption; in  
other developed countries, the proportion of frozen poultry is about 10%. See: Harel, "Development of 
involvement," p. 56.  
39 State Comptroller, State Comptroller Report 46 (Jerusalem: State Comptroller, 1996), p. 438.  
40 Ministry of Agriculture and Rural Development, Agriculture, Settlement, and Rural Areas Planning 
and Development Authority, Economic Report on Agriculture and Rural Areas, 2004 (Jerusalem: 
Ministry of Agriculture, August 2005), p. 67.  
41 Harel, "Development of involvement," p. 57.  
42 PSE includes the protection price – the difference between the international price and the product's 
average price in the local market, the support given directly to the producer, which does not entail an 
increase in the price to the consumer, and the indirect support, which takes the form of a reduction of 
input prices for the producer, provision of services to the farmer, etc.  
43 Ministry of Agriculture and Rural Development and Jewish Agency of Israel, Development and 
Settlement Department, Settlement Division, Agriculture, Settlement, and Rural Areas Development 
and Planning Authority, Economic Surveying and Consultancy Division, Government Involvement 
Through Supports for Agriculture, Comparative Study, Revised Edition (Tel Aviv: Ministry of 
Agriculture, 1995), p. 1.  
44 This organization, based in Geneva, was founded in 1995, on the basis of the GATT (General 
Agreement on Tariffs and Trade). The organization currently has 148 member countries and/or 
independent customs territories (such as Hong Kong), with almost 30 additional countries in 
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negotiations to join. The WTO serves as the host for multilateral trade negotiations between 
representatives of member countries. In fact, today this is the world's most important body for 
regulating international trade movements, thanks to the large number of member countries that are 
subject to discipline under its agreements, and due to the volume of the economic sectors addressed by 
WTO agreements. In November 2001, a new round of global negotiations opened in Doha, Qatar. 
These were trade talks aimed at bringing about a reform in the area of agriculture, reducing customs 
tariffs for industrial products, removing barriers to trade in services, and creating new rules regarding 
competition, government purchasing, customs processes, and investments, all with a special emphasis 
on the needs of developing countries, as expressed by the name of the round of negotiations: the Doha 
Development Agenda (DDA). Yair Shiran, "Israel, the World Trade Organization, and the Doha 
round," (Jerusalem: Ministry of Industry and Trade, Foreign Trade Administration, no date noted),  

.doc/http://www.tamas.gov.il/NR/rdonlyres/5576713E-0120-44F4-9670-721815A0338B/0     
(March 9, 2006).  
45 As noted, there is no notation of the years to which the comparisons refer, nor whether the dollar 
amounts are stated in current prices or in the prices of a particular year, as there is no reporting 
obligation applicable to member countries of the World Trade Organization.  
46 PPP – purchasing power parity – a theory claiming that exchange rates between various currencies 
will be in equilibrium when their purchasing power is identical in both countries. In other words, the 
exchange rate between two countries should equal the ratio between the price levels of a particular 
basket of products in those countries, http://fx.sauder.ubc.ca/PPP.html (March 9, 2006).  
47 South Korea has a lower GDP per capita. Although South Korea is inarguably a wealthy, 
industrialized country, far above the global average, it does not view itself as developed, and 
subsequently is not considered a developed country by international institutions. Some claim it adopts 
this stance in order to avoid developed countries' obligations to other countries,  
http://he.wikipedia.org/wiki/%D7%9E%D7%93%D7%99%D7%A0%D7%94_%D7%9E%D7%A4%D
7%95%D7%AA%D7%97%D7%AA (March 10, 2006).  
48 Turkey: 4% of the unemployed represent hidden unemployment in the economy; Mexico: 25% of the 
unemployed represent hidden unemployment in the economy.  
49 The unemployment rate in France is accounted for by the rigid labor laws in effect there, and in other 
countries such as Germany and Italy. For example, there are extensive restrictions on employee layoffs, 
flexibility in work hours, overtime, etc. In addition, high tax rates create a heavy burden for employees. 
Yakir Plessner, interview with author, February 5, 2006.  
50 Ibid.  
51 Bread for the World Institute, "The Way Forward," see: Bread for the World Institute, Strengthening 
Rural Communities, Hunger Report 2005 (Hagerstown: Bread for the World Institute, 2005), p. 107. 
52 Ran Melamed, "Children with a rumbling stomach," Community-Oriented Business Magazine, 
Haaretz, December 2005, p. 30.  
53 The Sacta-Rashi Foundation is one of Israel's leading family philanthropic funds. Since its inception 
in 1984, the foundation has directed its resources towards aid for weak populations, focusing on 
children and populations with special needs, in geographically as well as socially peripheral areas. The 
foundation has three subsidiary non-profit societies, including the Association for Change in 
Education, which operates the daytime group home program, the Tafnit (Turnaround) program, and 
other education initiatives. Since its start in 1994, the daytime group home program has become an 
efficient, flexible infrastructure for the operation of various programs, including the nutrition program 
and response to basic welfare needs. The program provides a hot meal at school, academic assistance, 
enrichment, and social activities for preschool and school-aged children after the regular school day. 
Sacta-Rashi, http://www.sacta-rashi.org.il/Hebrew/ (March 11, 2006).  
54 Office of the Prime Minister, http://www.pmo.gov.il/PMO/Archive/Decisions/2004/08/des2342.htm 
(March 11, 2006).  
55 The ten clusters represent a socio-economic index for ranking the various communities. The low 
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 32,000  4 26.4 69.9 5.2 NA 

 32,800 2.2 29.1 68.7 6.8 15.9 

" 41,800 1 20.7 78.3 5.1 12 

 10,000 4 26.5 69.5 28.6 40 

 29,900 2.5 21.4 76.1 10 6.5 
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. 20,300 3.8 41.4 54.8 3.7 4 
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   25,200  4.7   27.8  67.6  4  NA   

  
  :Central Intelligence Agency ,http://www.odci.gov/cia/publications/factbook/geos/is.html    
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